
STATE OF NEId YORK

STATE TAX COMMISSION

In the MatLer of the Pet i t ion
o f

Ad i rondack  Stee l  Cas t ing  Co.  ,  fnc .

for Redeterminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Corporat ion
Franchise Tax under Art ic le 9A of the Tax Law for
the  Years  7975 -  1977.

That deponent further says
herein and that the address set
o f  the  pe t i t ioner .

Sworn t .o before me this
1 5 t h  d a y  o f  A p r i l ,  1 9 8 3 .

AFFIDAVIT OF MAITING

that  the  sa id  addressee is  the  pe t i t ioner
forth on said wrapper is the last.  known address

State of New York
County of Albany

David Parchuck, being duly sworn, deposes and says that he is an employee
of the Department of Taxat ion and Finance, over 18 years of age, and that on
the  15 th  day  o f  Apr i l ,  1983,  he  served the  w i th in  no t ice  o f  Dec is ion  by
cer t i f ied  mai l  upon Ad i rondack  Stee l  Cas t ing  Co. ,  Inc . ,  the  pe t i t ioner  in  the
wi th in  p roceed inS,  by  enc los ing  a  t rue  copy  Lhereof  in  a  secure ly  sea led
postpa id  wrapper  addressed as  fo l lows:

A d i r o n d a c k  S t e e l  C a s t i n g  C o . ,  I n c .
1 3 5  S .  L a S a l I e  S t . ,  S u i t e  6 1 8
Chicago, I l  60603

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cu i lody  o f
the united states Postar service within the state of New york.

dLrss PuitsijAlli T0
SECTIO}T T7,4

I1CRIZED iC At'ivi IST
TAX LATI.I



STATE 0F NEI4I YORK

STATE TAX COMMISSION

In the MatLer of the Pet i t ion
o t

A d i r o n d a c k  S t e e l  C a s t i n g  C o . ,  I n c .
AFFIDAVIT OF MAITING

for  Redeterminat ion of  a Def ic iency or  a Revis ion
of  a DeterminaLion or  a Refund of  Corporat ion
Franchise Tax under Ar t ic le  94 of  the Tax law
fo r  t he  Yea rs  1975  -  7977 .

State of New York
County of A1bany

David Parchuck, being duly sworn, deposes and says that.  he is an employee
of the Department of Taxat ion and Finance, over 18 years of age, and that on
the  15 th  day  o f  Apr i l ,  1983,  he  served the  w i th in  no t ice  o f  Dec is ion  by
cert i f ied mai l  upon Robert .  L.  Dorfman the representat ive of the pet i t ioner in
the within proceeding, by enclosing a true copy thereof in a securely sealed
postpa id  r , r rapper  addressed as  fo l lows:

Robert  L.  Dorfman
George J. Dorfman & Company
338 N.  Comr ie  Ave. ,  MTD l f4
Johnstown, NY 12095

and by  depos i t ing  same enc losed in  a  pos tpa id  p roper ly  addressed wrapper  in  a
(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus iody  o f
the united states Postal  service within the state of New york.

That deponent further says that the said addressee is the representat ive
of the pet i t ioner herein and that the address set forth on said wrapper is the
las t  known address  o f  the  representa t ive  o f  the  pe t i t ioner .

Sworn to before me this
1 5 t h  d a y  o f  A p r i l ,  1 9 8 3 .

I  i r a i t , l ; a  ;  t r n  r : o
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STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

A p r i l  1 5 ,  1 9 8 3

Adi rondack  Stee l  Cas t ing  Co. ,  Inc
1 3 5  S .  L a S a I l e  S t . ,  S u i t e  6 1 8
Chicago,  IL  60603

Gentlemen:

P lease Lake no t ice  o f  the  Dec is ion  o f  the  Sta te  Tax  Commiss ion  enc losed
herewith.

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant  to  sec t ion(s )  1090 o f  the  Tax  Law,  any  proceed ing  in  cour t  to  rev iew
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  PracLice Laws and Rules, and must be commenced in the
Supreme Court of  the State of New York, Albany County, within 4 months from the
d a t e  o f  t h i s  n o t i c e .

Inquir ies concerning the computat ion of tax due or refund al lowed in accordance
wi th  th is  dec is ion  may be  addressed to :

NYS Dept.  Taxat ion and Finance
law Bureau - l i t igat ion UniL
Albany, New York 72227
Phone /1 (518) 457-2A70

Very truly yours,

STATE TAX COMMISSION

Pet i t ioner '  s  Representa t ive
Robert L.  Dorfman
George J. Dorfman & Company
338 N.  Comr ie  Ave. ,  MTD i l4
Johnstown, NY 12095
Taxing Bureau' s Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

ADIRONDACK STEET CASTING CO., INC.

for Redeterminat ion of a Def ic iency or for
Refund of Franchise Tax on Business Corporat ions
under Art ic le 9-A of the Tax Law for the Years
1975,  1976 and 1"977.

DECISION

Pet i t ioner ,  Ad i rondack  Stee l  Cas t ing  Co. ,  Inc . ,  135 South  LaSaI le  S t ree t ,

Ch icago,  I l l i no is  60603,  f i led  a  pe t i t ion  fo r  redeterminat ion  o f  a  de f ic iency

or for refund of f ranchise tax on business corporat ions u:nder Art ic le 9-A of

the Tax law for the years 1975, 1976 and 1977 (Fi le No. 3t)850).

A formal hearing was held before Doris Steinhardt,  Hearing Off icer,  at  the

off ices of the State Tax Commission, State Campus, A1bany, New York, on August 9,

t9B2 at 1:15 P.M. Pet i t ioner appeared by George J. Dorfman & Company (Robert

L. Dorfman, CPA). The Audit  Divis ion appeared by Paul B. Coburn, Esq. (Harry

K a d i s h ,  E s q . ,  o f  c o u n s e l ) .

ISSIIE

Whether pet i t ioner maintained a regular place of business outside New York

during the years at issue so as to be ent i t led to al locate i ts business income.

FINDINGS OF FACT

1.  0n  May 27 ,  1980,  the  Aud i t  D iv is ion  issued to  pe t i t ioner ,  Ad i rondack

Stee l  Cas t ing  Co. ,  Inc .  ( "Ad i rondack" ) ,  a  Not ice  o f  Def ic iency ,  asser t ing

addit ional f ranchise tax due for the year 1977 in the amount of $40r286.4L,

p lus  in te res t  o f  $7 ,531.95 .  The Aud i t  D iv is ion  d isa l lowed pe t i t ioner 's  a l loca-

t ion of business income, based upon i ts determinat ion that pet i t ioner did not

maintain a regular place of business outside New York.
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0n the same date, the Audit  Divis ion issued to Adirondack two Statements

of Tax Reduct ion or Overpayment for 1975 and 1976, al lowing certain investment

tax credits,  but disal lowing pet i t ioner 's claims for refund wherein i t  elected

to al locate. (Pet i t ioner did not al locale in i ts f ranchise tax reports as

f i led  fo r  1975 and 1976. )  The c red i ts ,  in  the  amount  o f  $8 ,849.71  p lus  in te res t

o f  $ 3 , 1 5 8 . 9 9  f o r  1 9 7 5  a n d  i n  t h e  a m o u n t  o f  $ 1 0 , 8 1 9 . 7 6  p l u s  i n t e r e s t  o f  $ 2 , 9 4 2 . 5 4

for 1976, were appl ied to the def ic iency asserted for 1977, thereby reducing

the  ba lance due to  $22 ,097 .36 .

2. Pet i t ioner was incorporated under the laws of this state in '1.967 and

operates a steel foundry in l^ iatervl iet ,  New York. I t  is a subsidiary of

Consol idated Foundries and Manufactur ing Corp. ("Consol idated").  Consol idated

cons is ts  o f  th ree  d iv is ions ,  Cruc ib le  S tee l  Cas t ing  Co. ,  Western  Foundry

Company, and Cast ing Engineersl  and in addit ion to pet i t ioner,  i t  has ownership

in  th ree  o ther  subs id ia r ies :  Cut te r ,  Bennet t  Secur i t ies  Corp .  ( r 'Cut te r -Bennet t " ) ,

a securi t ies house in New York City l  Manaco, fnc. ( t tManaco"),  a management

company; and Cast Technology, Inc.

3. The Chicago off ice which pet i t ioner claims was i ts regular place of

business outside New York during the years at issue was off ice space, occupying

approximaLeLy 2,000 square feet,  leased by Manaco. Manaco was responsible for

the care and custody of corporate records and the administrat ion of cerLain

corporate funct ions, pr incipal ly the secretar ial ,  t reasury and account ing

funct ions, for Consol idated, Cutter-Bennett  and Adirondack. Manaco was incor-

porated for the specif ic purpose of providing for Lhe foundries services of a

higher cal iber than they could themselves generate, and at less cost.  Manaco

paid the rental ,  salar ies and al l  other expenses incurred in the operat ion of
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the Chicago off ice and was reimbursed by Consol idated, Cutter-Bennett  and

pet i t ioner  ( in  a  manner  descr ibed in f ra ) .

4.  During the years at issue, Harry Rossi was president and Robert

0'Drobinak was vice-president of Adirondack. The compensat ion and expenses of

both off icers were paid by Manaco and subsequent ly charged to Adirondack. Mr.

0'Drobinak was stat ioned at the Chicago off ice and also served as vice-president

o f  the  o ther  Conso l ida ted  subs id ia r ies .

5 .  The Ch icago o f f i ce  s ta f f  cons is ted  o f  a  f inanc ia l  v ice-pres ident l

secre tary / t reasurer  (Mr .  0 rDrob inak) ,  an  ass is tan t  secre tary ,  3  accountan ts  and

3 clerks. They performed the fol lowing funct ions and services for Consol idated,

Cutter-Bennett  and Adirondack: (a) making f inancial  arrangements with suppl iers

and customers and managing funds and investments; (b) procurement of plant and

equipment;  (c) administrat ion of al l  insurance matters, including act ing as

r isk manager,  establ ishing the necessity for insurance coverage, negot iat ing

pol ic ies and enter ing into insurance commitments I  (d) al l  secretar ial  dut ies,

including preparing minutes of shareholders and of board of directors meetings,

and maintaining stock cert i f icate records, corporate charters and bylaws; (e)

administrat ion of al l  tax matters I  and (f)  administrat ion of al l  account ing

funct ions, including preparat ion of f inancial  reports,  communicat ing with

publ ic accountants, and supervising and direct ing account ing act iv i t ies and

audit ing operat ions.

6. The expenses of the Chicago off ice were shared, roughly equal ly,  by

Consol idated and Adirondack through a management charge assessed on the basis

of one percent of capital  employed; Cutter-Bennett  was not so assessed because

it  did not employ f ixed assets in i ts business. The expenses and the port ions
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thereof charged to Consol idated and Adirondack for the years under considerat ion

are shown below.

r976
Chicago o f f i ce  expenses  sub jec t

Lo sharing
Expenses charged to

Conso l ida ted
Expenses charged to

Adirondack

1.977

$1 ,072 ,000  $890 ,000

506,ooo 484,ooo

566,ooo 406,ooo

7975

$949 ,  ooo

4g4,ooo

455 , ooo

The one-percent management charge was adjusted at year 's end to distr ibute

among Consol idat.ed, Cutter-Bennett  and Adirondack the balance of expenses not

absorbed (such as group insurance ,  air  t ravel expenses and payrol l  taxes).

7. For the years 1976 and 1977, the annual meetings of the shareholders

and of the board of directors of Adirondack were conducted at 135 South LaSal le

St ree t ,  Ch icago.

8. When, in 1975, examiners of the Audit  Divis ion audited the franchise

tax reports f i led by certain members of the corporate group, they did so at the

Chicago off ice. The documents set forth in Finding of Fact 1 were issued to

pet i t ioner  a t  the  Ch icago address .

9. Pet i t ioner has two sets of businesss stat ionery, one imprinted with

the Watervl iet  address, the other with the Chicago address.

10. Pet i t ioner introduced no evidence to establ ish that i t .  paid corporat ion

income tax to the State of I l l inois.

CONCTUSIONS OF tAW

A. That dur ing the years

that any corporat ion, which did

outs ide  New York ,  a l loca te  a l l

state. The regulat ions extant

p lace  o f  bus iness ,  in  re levant

a t  i s s u e ,  T a x  L a w  s e c t i o n  2 1 0 . 3 ( a ) ( 4 )  r e q u i r e d

not maintain a regular place of business

of i ts business income and capital  to this

during the period in quest ion def ined a regular

part ,  as t tany bona f ide off ice (other than a
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statutory off ice),  factory, warehouse or other space which is regular ly used by

the  taxpayer  in  car ry ing  on  i t s  bus iness . "  Former  20  NYCRR 4.11(b) ,  app l i cab le

to  taxab le  years  beg inn ing  be fore  January  1 ,  1976;20  NYCRR 4 '2 .2 (b) ,  app ly ing

to  taxab le  years  beg inn ing  on  or  a f te r  January  1 ,  L976,  repea led  Apr i l  1 ,  1981.

B. That the Audit  Divis ion properly denied pet i t ioner 's al locat ion of i ts

business income. To recapitulate the evidence offered, certain administrat ive

funct ions of pet i t ioner were carr ied out in I l l inois (with a proport ionate part

of the expenses charged to pet i t ioner) by Manaco employees and by one Adirondack

off icer,  who also served as an off icer of the other corporat ions in the group;

the annual meetings of pet i t ioner 's shareholders and of i ts board of directors

were  conducted  in  I l l i no is ;  and a  se t  o f  pe t i t ioner 's  s ta t ionery  bore  the

I l l i n o i s  a d d r e s s .

At the Chicago off ice of Manaco, i ts employees performed administrat ive

serv ices  fo r  pe t i t ioner  on  a  par t - t ime bas is ;  thus ,  pe t i t ioner  d id  no t  have

employees stat ioned ful l - t ime in I l l inois,  regular ly carrying on i ts business.

Further,  pet i t ioner has not demonstrated that i t  held i tsel f  out as conduct ing

business in I l l inois,  and that i t  f i led tax returns and paid corporat ion income

tax to f l l inois upon income al located thereto. The off ice leased by Manaco,

therefore, did not const i tute a regular place of business of pet i t ioner outside

th is  s ta te .  Mat te r  o f  M ic ro  Computer  Corp . ,  S ta te  Tax  Comm. ,  Augus l  16 ,  1977,

determination confirmed, M4tter of Micro Compulq! !grg._lg. State Tax Comm., 65

A.D.2d 867 (3d Dept . ) ;  Mat ter  o f  UGP Proper t ies,  Inc. ,  State Tax Comm.,  January 27,

1976,  determinat ion conf i rmed,  Mat ter  o f  UGP Proper t ies,  Inc.  v .  State Tax Comm.,

64  A .D .2d  316  (3d  Dep t . ) .
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of Adirondack Steel Cast ing

Defic iency issued on lulay 27 ,

C o . ,  I n c .  i s  h e r e b y

1980 is sustained in

C. That the pet i t ion

denied, and the Not. ice of

a l l  r e s p e c t s .

DATED: Albany, New York

APR 1 5 1983
STATE TAX COMI'IISSION

PRESIDENT
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